AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§217.212

§217.212 Market risk disclosures.

(a) Scope. A Board-regulated institu-
tion must comply with this section un-
less it is a consolidated subsidiary of a
bank holding company or a depository
institution that is subject to these re-
quirements or of a non-U.S. banking
organization that is subject to com-
parable public disclosure requirements
in its home jurisdiction. A Board-regu-
lated institution must make timely
public disclosures each calendar quar-
ter. If a significant change occurs, such
that the most recent reporting
amounts are no longer reflective of the
Board-regulated institution’s capital
adequacy and risk profile, then a brief
discussion of this change and its likely
impact must be provided as soon as
practicable thereafter. Qualitative dis-
closures that typically do not change
each quarter may be disclosed annu-
ally, provided any significant changes
are disclosed in the interim. If a Board-
regulated institution believes that dis-
closure of specific commercial or finan-
cial information would prejudice seri-
ously its position by making public
certain information that is either pro-
prietary or confidential in nature, the
Board-regulated institution is not re-
quired to disclose these specific items,
but must disclose more general infor-
mation about the subject matter of the
requirement, together with the fact
that, and the reason why, the specific
items of information have not been dis-
closed. The Board-regulated institu-
tion’s management may provide all of
the disclosures required by this section
in one place on the Board-regulated in-
stitution’s public Web site or may pro-
vide the disclosures in more than one
public financial report or other regu-
latory reports, provided that the
Board-regulated institution publicly
provides a summary table specifically
indicating the location(s) of all such
disclosures.

(b) Disclosure policy. The Board-regu-
lated institution must have a formal
disclosure policy approved by the board
of directors that addresses the Board-
regulated institution’s approach for de-
termining its market risk disclosures.
The policy must address the associated
internal controls and disclosure con-
trols and procedures. The board of di-
rectors and senior management must
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ensure that appropriate verification of
the disclosures takes place and that ef-
fective internal controls and disclosure
controls and procedures are main-
tained. One or more senior officers of
the Board-regulated institution must
attest that the disclosures meet the re-
quirements of this subpart, and the
board of directors and senior manage-
ment are responsible for establishing
and maintaining an effective internal
control structure over financial report-
ing, including the disclosures required
by this section.

(c) Quantitative disclosures. (1) For
each material portfolio of covered posi-
tions, the Board-regulated institution
must provide timely public disclosures
of the following information at least
quarterly:

(i) The high, low, and mean VaR-
based measures over the reporting pe-
riod and the VaR-based measure at pe-
riod-end;

(ii) The high, low, and mean stressed
VaR-based measures over the reporting
period and the stressed VaR-based
measure at period-end;

(iii) The high, low, and mean incre-
mental risk capital requirements over
the reporting period and the incre-
mental risk capital requirement at pe-
riod-end;

(iv) The high, low, and mean com-
prehensive risk capital requirements
over the reporting period and the com-
prehensive risk capital requirement at
period-end, with the period-end re-
quirement broken down into appro-
priate risk classifications (for example,
default risk, migration risk, correla-
tion risk);

(v) Separate measures for interest
rate risk, credit spread risk, equity
price risk, foreign exchange risk, and
commodity price risk used to calculate
the VaR-based measure; and

(vi) A comparison of VaR-based esti-
mates with actual gains or losses expe-
rienced by the Board-regulated institu-
tion, with an analysis of important
outliers.

(2) In addition, the Board-regulated
institution must disclose publicly the
following information at least quar-
terly:

(i) The aggregate amount of on-bal-
ance sheet and off-balance sheet
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securitization positions by exposure
type; and

(ii) The aggregate amount of correla-
tion trading positions.

(d) Qualitative disclosures. For each
material portfolio of covered positions,
the Board-regulated institution must
provide timely public disclosures of the
following information at least annually
after the end of the fourth calendar
quarter, or more frequently in the
event of material changes for each
portfolio:

(1) The composition of material port-
folios of covered positions;

(2) The Board-regulated institution’s
valuation policies, procedures, and
methodologies for covered positions in-
cluding, for securitization positions,
the methods and key assumptions used
for valuing such positions, any signifi-
cant changes since the last reporting
period, and the impact of such change;

(3) The characteristics of the internal
models used for purposes of this sub-
part. For the incremental risk capital
requirement and the comprehensive
risk capital requirement, this must in-
clude:

(i) The approach used by the Board-
regulated institution to determine 1i-
quidity horizons;

(ii) The methodologies used to
achieve a capital assessment that is
consistent with the required soundness
standard; and

(iii) The specific approaches used in
the validation of these models;

(4) A description of the approaches
used for validating and evaluating the
accuracy of internal models and mod-
eling processes for purposes of this sub-
part;

(5) For each market risk category
(that 1is, interest rate risk, credit
spread risk, equity price risk, foreign
exchange risk, and commodity price
risk), a description of the stress tests
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applied to the positions subject to the
factor;

(6) The results of the comparison of
the Board-regulated institution’s inter-
nal estimates for purposes of this sub-
part with actual outcomes during a
sample period not used in model devel-
opment;

(7) The soundness standard on which
the Board-regulated institution’s inter-
nal capital adequacy assessment under
this subpart is based, including a de-
scription of the methodologies used to
achieve a capital adequacy assessment
that is consistent with the soundness
standard;

(8) A description of the Board-regu-
lated institution’s processes for moni-
toring changes in the credit and mar-
ket risk of securitization positions, in-
cluding how those processes differ for
resecuritization positions; and

(9) A description of the Board-regu-
lated institution’s policy governing the
use of credit risk mitigation to miti-
gate the risks of securitization and
resecuritization positions.

§§217.213-217.299 [Reserved]

Subpart G—Transition Provisions

§217.300 Transitions.

(a) Capital conservation and counter-
cyclical capital buffer. (1) From January
1, 2014 through December 31, 2015, a
Board-regulated institution is not sub-
ject to limits on distributions and dis-
cretionary bonus payments under
§217.11 of subpart B of this part not-
withstanding the amount of its capital
conservation buffer or any applicable
countercyclical capital buffer amount.

(2) Beginning January 1, 2016 through
December 31, 2018 a Board-regulated in-
stitution’s maximum payout ratio
shall be determined as set forth in
Table 1 to §217.300.

TABLE 1 TO §217.300

Transition
period

Capital conservation buffer

Maximum payout ratio (as
a percentage of eligible re-
tained income)

Calendar year

2016. capital buffer amount).

Greater than 0.625 percent (plus 25 percent of any applicable countercyclical

Less than or equal to 0.625 percent (plus 25 percent of any applicable counter-
cyclical capital buffer amount), and greater than 0.469 percent (plus 17.25 per-
cent of any applicable countercyclical capital buffer amount).

No payout ratio limitation
applies under this sec-
tion.

60 percent.
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